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SUB J : OCCIDENTAL'S HAMMER VISITS PERU, EXPRESSES 
INTEREST IN PIPELINE AND CONSTRUCTION OF BAYOVAR 
PHOSPHATE PLANT WITH VENEZUELAN ASSISTANCE 

REFS: CARACAS 6652, LIMA A- 109 (NOTAL), LIMA 4940 (NOTAL) 

SUMMARY: DR. ARMAND HAMMER, CHAIRMAN OF OXY PETROLEUM, 

VISITED LIMA JULY 18-20, WHERE HE DISCUSSED PERUVIAN OIL 
QUESTIONS, PIPELINE, AND OXY INTEREST IN EXPLOITING PHOSPHATE 
DEPOSITS AT BAYOVAR ON NORTHERN COAST IN COLLABORATION WITH 
VENEZUELA. TRIP PARTICULLY UNDERTAKEN TO MEND FENCES FOLLOWING 
OXY'S DECISION NOT TO FINANCE TRANS-ANDEAN FEEDERLINE, AND 
ALSO TO OBTAIN FIRST-HAND VIEW OF PERUVIAN PETROLEUM SITUATION. 
HAMMER WARMLYY RECEIVED BY GOP AND PRESS. END SUMMARY 

1. DURING THREE-DAY STAY IN LIMA, JULY 18-20. CHAIRMAN 

ARMAND HAMMER OF OCCIDENTAL PETROLEUM CORPORATION GAVE A 
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MINISTERS (PRIME MINISTER, MINES, INDUSTRY, COMMERCE, 
AGRICULTURE, AND FINANCE) AS WELL AS STATE DEVELOPMENT 
BANK, EMPHASIZING OXY'S ROLE IN EXPLOITATION OF PERUVIAN 
PETROLEUM AND ALSO EXPRESSING BOTH PUBLICLY AND PRIVATELY 
OXY S INTEREST IN TECHNICAL ASSISTANCE AND/OR JOINT VENTURE 
RELATIONSHIP BETWEEN MINEROPERU, OXY, AND VENEZUELAN GOVERN- 
MENT FOR DEVELOPMENT OF THE SECHURA PHOSPHATE POTASH DEPOSITS 
AT BAYOVAR IN NORTHERN PERU. 

2. DURING CALL ON AMBASSADOR JULY 19, HAMMER SAID OXY'S 
PETROLEUM SITUATION IN PERU IS VERY FAVORABLE SINCE HIS 
COMPANY HAS HIT 13 OUT OF 14 WELLS IN ITS CONTRACT BLOC 
IN FIVE DIFFERENT FIELDS AND THAT OXY'S PETROLEUM, PLUS 
THAT AVAILABLE TO PETROPERU ITSELF, JUSTIFIES CONSTRUCTION 
OF THE TRANS-ANDEAN PIPELINE. HE SAID OXY NOW ASSISTING 
PERU IN OBTAINING EXIMBANK FINANCING AS WELL AS COMMERCIAL 
BANK FINANCING FOR PIPELINE CONSTRUCTION. HE SAID THAT 
ONLY CONDITION COMMERCIAL BANKS HAVE IS THAT EXIMBANK BE 
PART OF OVERALL PACKAGE. 

3. IN SUBSEQUENT CONVERSATION WITH ANOTHER RANKING OXY 
OFFICIAL, EMBASSY OFFICER ALSO LEARNED THAT OXY EXTREMELY 
INTERESTED IN EXACT NATURE OF CONDITIONS UNDER WHICH 
JAPANESE WILL MAKE AVAILABLE THEIR $330 MILLION FOR 

THE PIPELINE AND OIL EXPLORATION. IT APPEARS THAT 
OFFICIALS OF JAPANESE PETROLEUM DEVELOPMENT CORPORATION 
AND OXY HAVE BEEN DISCUSSING NATURE OF USE OF JAPANESE 
MONEY BETWEEN THEMSELVES AND THAT ALTHOUGH BOTH PERUVIAN 
AND JAPANESE GOVERNMENTS HAVE AGREED IN PRINCIPLE TO LOAN 
CONDITIONS, FINAL AGREEMENT NOT YET REACHED AND THAT LOAN 
AGREEMENT MAY CONTAIN SPECIFIC CONDITIONS WHICH WOULD RE- 
QUIRE SPECIFIED PERCENTAGE OF OXY (AS WELL AS PETROPERU) 

OIL TO BE USED TO PAY OFF LOAN, A CONDITION OXY WOULD BE 
VERY RELUCTANT TO ACCEPT. OXY OFFICIAL SAID THAT SINCE 
PETROPERU RESERVES ARE PRESENTLY CONSIDERED TO BE ABOUT 
33 MILLION BARRELS, AND OXY'S RESOURCES AT 200 MILLION 
BARRELS, OBVIOUSLY JAPANESE ARE INTERESTED IN OXY'S FIELDS 
AS "PRESENT GUARANTOR” OF THEIR SIX PERCENT MONEY TO PERU. 
PETROPERU, FOR ITS PART. HAS REMAINED NONCOMMIT AL ON THIS 
POINT. 
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4. THE PHOSPHATE PLANT - HAMMER OUTLINED IN SOME DETAIL TO 
THE AMBASSADOR HIS PLANS FOR POTENTIAL DEVELOPMENT OF 
BAYOVAR PHOSPHATE PLANT, WHICH WOULD ENTAIL INITIAL FIRST-STAGE 
INVESTMENT OF $150 MILLION, POSSIBLY IN EITHER JOINT VENTURE 
OR TECHNICAL ASSISTANCE RELATIONSHIP WITH MINEROPERU. 

IN ESSENCE. THIS PROJECT WOULD INVOLVE OXY MONEY AND 
TECHNOLOGY, VENEZUELAN UREA AND AMMONIA, AND PERUVIAN 
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PHOSPHATES. GOV PRESENTLQ INTERESTED IN EXCHANGE WITH 
PERU. ACCORDING TO HAMMER. WHO CLAIMED TO HAVE DISCUSSED 
THIS PROJECT WITH PRESIDENT PEREZ JULY 17. HAMMER PUBLICLY 
MENTIONED THIS SUBJECT SO THAT IT APPARENT THAT GOV ALREADY 
INFORMED ABOUT HIS DISCUSSIONS HERE. TO AVOID MISUNDERSTANDING 
AT THIS STAGE, DAVID MARTIN, OXY VICE PRESIDENT, PRESENTLY 
IN LIMA NOW PLANNING TO DISCUSS PROJECT JULY 23 WITH VISITING 
OFFICIAL OF VENEZUELAN PETROCHEMICAL INSTITUTE (IVP) WHO 
ALSO IN LIMA. APPARENTLY, OXY WOULD USE VENEZUELAN NATURAL 
GAS PRODUCTS, INCLUDING UREA AND AMMONIA, MIXING THEM WITH 
PERUVIAN PHOSPHATE AT BAYOVAR TO PRODUCE FERTILIZER WHICH 
OXY'S FERTILIZER SUBSIDIARY MIGHT MARKET ON BEHALF OF PERU. 
HAMMER HAD ORIGINALLY HOPED TO SIGN A LETTER OF INTENT WITH 
GOP. BUT NOW REALIZES THAT NOT REALISTIC AT THIS STAGE AND 
HAS HIS PEOPLE WORKING UP OUTLINES OF PRELIMINARY CONTRACT. 

GOP APPEARS INTERESTED GIVEN PRESENT SHORTAGE OF FERTILIZER 
AND GROWING PERUVIAN FERTILIZER IMPORTS. 

COMMENT: HAMMER SEEMED WELL PLEASED WITH PRESENT STATE 
OF GOP-OXY RELATIONSHIP AND EXPRESSED NO CONCERN OVER FACT 
THAT OXY NOT PREPARED PICK UP FEEDER-LINE FINANCING. 

IT CLEAR THAT HIS TRIP, WHICH LOCAL OXY PEOPLE HAD 

NOT EXPECTED. PROBABLY GENERATED FROM HIS STOP IN VENEZUELA 

AND ALSO HIS INTEREST IN BAYOVAR PROJECT. 

HAMMER VISIT RECEIVED WIDESPREAD AND FAVORABLE COVERAGE 
IN ALL SECTOR PERUVIAN PRESS, INCLUDING PRO-GOVERNMENT 
DAILIES. WHETHER BAYOVAR PROJECT WILL MOVE BEYOND INTIAL 
DISCUSSION STAGE IS QUESTIONABLE SINCE IT HAS TANGLED 
HISTORY AND MINEROPERU HAS VARIOUS OTHER HIGH PRIORITY 
PROJECTS. OXY OFFICIAL CURRENTLY ATTEMPTING SOUND OUT 
MINMINS FERNANDEZ MALDONADO WHO MAY BE IN POSITION SHORTLY 
TO INDICATE TO OXY WHETHER GOP PRESENTLY PREPARED MOVE 
AHEAD ON BAYOVAR DEVELOPMENT. 
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